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THE WORLD'S PRICE OF THE STAPLES 
How it is arrived at 

ITS BEARING ON THE ECONOMIC STATUS OF THE PEOPLE 



The Resoi,ution. 



The resolution concerning ocean freight rates on the staples, passed 
by the Permanent Committee of the International Institute of Agriculture 
at its April meeting, calls for " proposals which it may see fit to submit 
on this subject to the General Assembly » (May, 1915). 

In accordance therewith, and acting under the authority of letter 
(f) of art. 9 of the Treaty establishing the Institute, which provides that 
it shall « submit to the approval of the governments, if there be need, 
measures for the protection of the common interests of farmers », I propose 
that the Permanent Committee introduce the following resolution to the 
General Assembly for adoption. 

The General Assembly instructs the International Institute of 
Agriculture to invite the adhering governments to participate in an 
international conference on the subject of the regulation and control 
of ocean freight rates on the staples of agriculture. 

This c nference shall consist of members appointed by each 
of the governments adhering to the Institute, and is to consider the 
advisability of formulating a convention for the establishment of a 
permanent International Commerce Commission on Merchant Marine 
and Ocean Freight Rates. Said Conference to be held in Rome dming 
the fortnight preceding the next session of the General Assembly of 
the Institute in 1917. 

In support of the above resolution I herewith submit the following 
paper. 

Transportation and Competition. 

With the ever increasing importance of transportation as a factor in 
the economic development and life of nations, governments everywhere 
are assuming the right to set aside the competitive system in so far as it 
concerns the regulation of rates in domestic carriage. Take the case of 
railways, for instance. 

« It was at one time an axiom of law and of political economy that 
prices should be determined by free competition. But in the development 
of the railway business it soon became e\ndent that no such dependence 
on free competition was possible, either in practice or in theory... It pro- 



duces an uncertainty with regard to rates which prevents stabiUty of pri- 
ces, and is apt to promote the interests of the unscrupulous speculator 
at the expense of those whose business methods are more conservative... ». 
As a result of these difficulties « operation by private companies, under 
specific provisions of the government authorities with regard to the method 
of its exercise, has been the policy consistently carried out in France », 
and « there has been both in the United Kingdom and in the United 
States a progressive increase of legislative interference with railways)) (i). 
In recognition of these facts the United States established its Inter- 
state Commerce Commission with ample power to control its railway 
traffic rates. In place of leaving the power of rate-fixing in the hands 
of the railway companies, it has vested it in (a) the seven members of the 
Interstate Commerce Commission, (b) in the railway managers, and (c) 
in the United States Courts, who together form the triune power governing 
the equities involved in the matter of rates. 

Shipping Rings and Monopoues. 

Drawbacks similar to those formerly complained of in railway traffic 
are now seen to prevail in water carriage. As a result, the abuses alleged 
in the working of the present system of shipping rings and conferences 
are attracting the attention of the governments. Important enquiries 
on the subject have been held in Great Britain and the United States. In 
Great Britain a Royal Commission was appointed which, in 1909, published 
its report. In the United States a movement is now on foot for extending 
the powers of the Interstate Commerce Commission to cover ocean carriage, 
both in the domestic and the foreign trade. 

In pursuance of this movement resolutions were passed in P'ebruarj' 
and_June, 1912, by the United States House of Representatives, of which 
the following are excerpts ; 

« Resolved: That the Committee ou the Merchant Marine and Fisheries be, and is hereby, 
empowered and directed to make a complete and thorough investigation of the methods and 
practices of the various ship lines, bothdomestic and foreign, engaged in carrying our over-seH 
or foreign commerce and in the coastwise and inland commerce... 

" That said Committee shall report to the House all the facts disclosed by said investiga- 
tion, and what legislation, if any, it deems advisable in relation thereto « 

This Committee has recently published its Report in 4 volumes entit- 
led « Proceedings of the Committee on the Merchant Marine and Fisheries 
in the Investigation of Shipping Combinations under House Resolution 587)). 

I^have received these volumes through the courtesy of the Chairman, 
Mr. J. W. Alexander, who, in a letter of May 15th, informs me that he 
would be pleased to receive my comments on the same, I therefore 
now purpose, in order to bring out more clearly the points in favor of 
my resolution, to comment on the evidence and findings of the Committee 
as set forth in the Report. 

(i) Encvclnpnuliu Brilannica, Vol. 22, p. p. 824, .S25, Sj6. 
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This Report shows that the leading representatives of the commercial 
interests, and practically all the important navigation companies engaged 
in the domestic and foreign trade of the United States, gave testimony 
under oath at the Committee's enquiries. 

To begin with, the testimony brought out the following facts : 

The Facts. 

First that the evils arising from former unrestricted competition 
in ocean carriage have driven the steamship companies to form understand- 
ings, conferences, and combinations. 

Second that these understandings, conferences and combinations 
have led to the formation of great shipping trusts. These trusts control 
not only the lines directly owned by them, but also control, to a great ex- 
tent, the traffic of the « tramp ships », all of which practically gives them 
a powerful and dangerous monopoly. 

Third that these monopolies give rise to and maintain excessive 
and unjust rates, and, by the use of « fighting ships » and by rebates to large 
shippers, tend also to bring forth other and dangerous monopolies, mono- 
polies in buying and monopolies in selling. 

As to the first point, the evils of unrestricted competition, the Commit- 
tee, in its « Summary of Evidence », says : 

« Unrestricted competition, based on the survival of the fittest, tends 
to restrict the development of the lines and in the end must result in 
monopoly... Competition in the steamship business was regarded as the 
demoralisation rather than the life of trade ; as the means of introducing 
uncertainty instead of certainty, and inefficiency instead of efficiency... » (i). 

On the same point the report furnished the Committee by representa- 
tives of steamship companies states ; 

« Competition has never established a reasonable rate nor maintained 
a stable rate... Rate wars tend to the monopolisation of trade by the larger 
shippers. Unless the warring steamship factions come to some agree- 
ment the result is more or less of a monopoly on the part of the most 
powerful carrier engaged in the conflict » (2). 

The Effect: 

And now as to the second point, the effect of the understandings, 
conferences, and combinations entered into by the shipping rings. The 
American and British reports show that these rings are attaining greater 
and greater magnitude throughout the world as time goes along. I<et me 
quote an example: 

« Practically all the well-known lines connecting North Atlantic 
American ports with those of the United Kingdom, North Europe and 
the Mediterranean are parties to numerous freight agreements covering, in 

(i) Vol. 4, pp. 295,300. 
(2) Vol. 2, p. 1363. 



one way or another, nearly every sphere of the American-European trade... 
over 40 regular trans- Atlantic lines are parties in their respective trades to 
at least 20 agreements involving the freight traffic, and the important 
lines are members of at least four main freight conferences. The four con- 
ferences referred to are the Trans- Atlantic Freight Conference, the Ameri- 
can Atlantic Conference, the Atlantic Conference, and the Mediterranean 
Conference » (i). 

Summarising the evidence obtained, the Committee states in its 
Report : 

« It is the almost universal practice for steamship lines engaging in 
the American foreign trade to operate, both on the in-bound and '"out- 
bound voyages, under the terms of vtritten agreements, conferences, ar- 
angements, or gentlemen 's understandings, which ha\'e for their principal 
purpose the regulation of competition through either (i) the fixing or reg- 
ulation of rates, (2) the apportionment of traffic by allotting the ports of 
saihng, restricting the number of saiUngs, or limiting the volume of freight 
which certain lines may carry, {3) the pooling of earnings from all or a por- 
tion of the traffic, or (4) meeting the competition of non-conference lines ». (2) 
« Steamship agreements and conferences are not confined to the lines engag- 
ing in the foreign trade of the United States. They are as universally used 
in the foreign trade of other countries as in our own ». (3) 

Rate Wars. 

«... The methods which have been adopted from time to time to eU- 
minate competition show the futility of a weak line attempting to enter a 
trade in opposition to the combined power of the estabhshed lines when 
united by agreement. By resorting to the use of the « fighting ship », or 
to unlimited rate cutting, the conference lines soon exhaust the resources 
of their antagonists. By distributing the loss resulting from the rate war 
over the several members of the conference, each constituent fine suffers 
proportionately a much smaller loss than the one line which is fighting the 
entire group. J\Ioreover, the federated lines can conduct the competitive 
struggle with the comfortable assurance that, following the retirement of 
the competing line, they are in a position to reimburse themselves through 
an increase in rates)) (4). 

As showing the way in which the shipping rings absorb independent 
lines and control the ports, let me quote the testimony given before a 
« hearing » of the Committee by one of the \\itnesses. 

« Going back a good many j^ears, there was an independent Une from 
Baltimore to Rotterdam... That line was absorbed and taken over by the 
Holland- American line, and instead of Baltimore having an independent 
service the Baltimore service has been forced out, and we are now 
dependent on the allotment from the central agency in New York, which 

(1) Vol. 4, p. 59- 

(2) Vol. 4, p. 415. 

(3) Vol. 4, p. 416, 

(4) Vol. 4, p. 304. 



says ' Baltimore cau do this much business ' , and we cannot do any 
more » (i). 

The Complaints. 

And now, finally, for the third point: the excessive and unj ust rates 
and the granting of rebates. 

On the question of excessive rise in rates Mr. J. W. Alexander, the 
Chairman of the Committee, stated : 

« The testimony before the committee seems to indicate that the 
ocean rates have gone up from loo to 200 per cent in the last twelve months, 
or anyway within the last two years. » (2). 

Summarising certain phases of the evil arising from the formation of 
shipping rings, the Committee states : 

« A considerable number of complaints were also filed with the Commit- 
tee objecting to excessive rates, discrimination between shippers in rates 
and cargo space, indifference to the landing of freight in proper condition, 
arbitrariness in the settlement of just claims, failure to give due notice 
to shippers when rates were to be increased, refusal to properly adjust 
rates as between various classes of commodities, and the unfairness of cer- 
tain methods, such as « fighting ships », deferred rebates, and threats to 
refuse shipping accomodations, used by some conference lines to meet the 
competition of non-conference Unes... The conference lines so completely 
dominate the shippers with whom they deal that these shippers cannot 
afford, for fear of retaliation, to place themselves in a position of active 
antagonism to the Unes... » (3). 

On the question of rebates and the monopolies to which they give rise, 
Mr. Humphrey, a member of the Committee, pointed out that the shipping 
conferences give « special rates to certain big interests in the United States 
...among others to the Standard Oil , what is known as the Harvester 
Trust, and what we generally term the « Steel Trust, » (4) . 

And now let us see from further evidence in the Report, how the case 
would stand if there were no shipping conferences, if there were no shipping 
trusts ; let us see how it would stand under a regime of open and unrestrict- 
ed competition. 

Stabi,e Rates. 

On this head the contention is made that open competition with its 
constantly fluctuating rates, prevents rational calculations of prices 
in buying and selling, whereas conferences secure stable rates which per- 
mit of such calculations. In its Report the Cominittee makes the following 
statements with reference to the advantages claimed for shipping conferences 
as against open competition. 

(i) Vol. 2, p. 1289. 

(2) Vol. 2, p. 801. 

(3) Vol. 4, p. 417. 

(4) Vol. 1, p. 267. 



« Such agreements, it is contended, are a protection to Vjoth shipper 
and ship-owner. To the shipper they insure desired stabiUty of rates... 
Stabihty of rates over long periods of time removes the inconvenience 
which would exist if merchants and shipper.s were obUged to quote different 
propositions (prices) on nearly every consignment, thus eliminating what 
was formerly an undesirable speculative risk under the open competitive 
system. » (i). 

« Prominent exporting firms... are con\-mced that the present condi- 
tion of fixed rates and regular saiUng opportunities places all merchants 
upon the same basis as regards their estimates on contracts, and produces 
much better results for the exporter and manufacturer than could be pos- 
sible under the old order of things... (under unrestricted competition)... 
Nothing is regarded so detrimental to the export trade as uncertainty 
regarding saiUngs and violent fluctuations in freight rates » (2) . 

Under the shipping conferences « the rates filed ate only subject to 
change after an agreed period of notice, varying from 30 to 60 days... n (3) 

The Discrepency. 

And right here there seems to be a wide discrepencj' between the 
statements just quoted from the Committee's Report and those contain- 
ed in letters from the Chambers of Commerce of New York and of San 
Francisco. To faciUtate the proposed work of the International Institute of 
Agriculture in publishing ocean freight rates on the staples, I wrote to 
some of the leading Chambers of Commerce in the United States, asking 
whether the data on current freight rates could be procured for regular 
publication in the Institute's monthly bulletins. The Chamber of Commerce 
of New York in a communication of December nth, 1913, replied as follows: 

n... It would be extremely difficult to give any definite information in regard to freighli 
that would he of value in publishing the world's price for cereals... You no doubt are aware that 
freight rate , particularly for agricultural products, change almosi daily and sometimes seve- 
ral times during the day, depending upon the demand or otherwise for freight room. Rates 
quoted toc'ay would be only for refusal for 24 hours, and they are constantly influenced by the 
fluctuating demand for room in the various steamers... Frequently wheat has been carried be- 
tween the United States and lyondon free of any charge, being simply used for ballast in the 
steamers, and at other times the rate has advanced to lod and i2d per bushel ». 

This statement was confirmed by the San Francisco Chamber of Com- 
merce, which in a letter of April 3rd says : 

« Rates fluctuate from day to day, and a rate reported to day might be twice as'high 
or half as low to-morrow ». 

A similar statement is contained in the' Report" submitted to the 

Committee on Merchant Marine and Fisheries by the representatives of 

the steamship lines running between New York and foreign countries, 
which says : 

(i) Vol. 4, p. 295, 297, 

(2) Vol. 4, p. 298. 

(3) Vol. 4, p. 64. 
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(I Ocean freight rates vary not merely from month to month, but from 
day to day and from hour to hour, especially with reference to the great 
staples which are traded in on the exchanges. » (i) 

Thus, in one instance, we are told that the conferences fix rates 
which can only be changed on 30 or 60 days notice ; whereas the other state- 
ment claims that rates fluctuate from day to day and from hour to hour ; 
that « wheat », for instance, « has been carried between the United States 
and London free of any charge, being simply used for ballast in the steam- 
ers, and that at other times the rate has advanced to lod. and i2d. per 
bushel)). How, then, can we reconcile these two and conflicting statements? 

The Staples Excluded. 

An explanation is seemingly at hand. The shipping conferences ex- 
clude the staples of agriculture from their fixed rates. These staples, as 
we are informed by the Chambers of Commerce of San Francisco and New 
York, are therefore left subject to sudden and violent fluctuations. Their 
exclusion from the fixed rates is clearly indicated by the following 
paragraph from the « Summary of Evidence » given in the Committee's 
Report, which states : 

« The minimum rate agreement, however, does not cover the heavy bulk 
trafiic consisting of grain, flour, oil cake, cotton, and similar commodities, 
but is confined to the high priced freight on which the shippers as well as 
the ship lines are anxious to have fixed rates equally appUcable to all. » (2) 

On this same head Mr. Franklin, vice-president of the International 
Mercantile Marine Company, in his evidence before the Committee, says : 

« The representatives of the various fines running to Liverpool meet 
and discuss their rates... These rates are subject to change on certain 
notice, in some instances 30 days, and in some instances 60 days. They 
cover only certain commodities ; they do not cover the great bulk of trafiic, 
which consists of grain, flour, oil cake, cotton, and other bulky commodities. 
They cover only miscellaneous trafiic. ». (3) 

We thus see that the case stands as follows : the main freight traffic 
of a ship is classified under two headings, (a) the « package traffic », and 
(b), the « bulk traffic ». Now it is to be noted that while fixed rates are given 
on the merchandise composing the « package trafiic », unfixed rates apply 
to the « bulk traflBc », which consists in the main of the staples of 
agriculture. 

And the question arises : what proportion does the « package traffic » 
bear to the « bulk trafiic « ? 

In the testimony given before the Committee by the vice-president of 
one of the shipping rings, the International Mercantile Marine Company, 
it was brought out that of everA' 9,000 tons of traffic, about 2,000 tons are 
carried as « package freight )> at fixed rates, and about 7,000 tons as « bulk 

(i) Vol. ^, F- 1373- 

(2) Vol. 4, p. 64. 

(3) Vol. 1, p. 597- 



freight » at unfixed rates, and, as just stated, this •( bulk freight » embraces 
the staples of agriculture, (i) 

A Significant Fact. 

We are thus brought face to face with a significant fact. On the one 
hand we see the importance attached in the enquiries on ocean carriage, 
both in Great Britain and in the United States, to the question of fixed 
rates for the « package traffic)). On the other hand we see the slurring over, 
the waiving aside of the question of unfixed rates for « bulk traf&c )>, the traf- 
fic which consists mainly in the staples of agriculture. And yet, as is 
well known, the slightest change in the cost of carriage affects the price 
of the staples, not only the price of the quantity exported, but like- 
wise so the price of the entire quantity for home use. 

This slurring over, this waiving aside, this indifference was noticeable 
alike in the American and in the British enquiry. And no wonder, for 
both the enquiries were mainly concerned with points touching ocean 
freight rates as they affect (a) the public carrier, and (b) the shipper 
and merchant, whereas the economic influences resulting from the rates 
and conditions of the ocean carriage of the staples affect most keenly the 
producers and the consumers. 

" Godfathers'' 

From the facts ehcited at t>e3e enquiries it would seem as though there 
are " godfathers ", so to speak, i^n the look out for all the interests invol- 
ved excepting for those of the staples. There is a godfather for iron, 
the iSteel Trust ; a godfather for agricultural implements, the Harvester 
Trust ; a godfather for oils, the Standard Oil Trust ; there is a godfather 
for the carriers, the Shipping Rings ; a godfather for the commission men 
and the dealers handling the " package traffic", the Chambers of Com- 
merce and the Boards of Trade ; but there is no godfather for the staples of 
agriculture, no godfather to represent the interests of the producer and of 
the consumer. 

But the question ari:5es ; Would it have made any practical dift'erence 
to the outcome if the interests of the producer and of the consumer had 
been represented at these enquiries? IvCt us see. 

It seems to me that no matter how competent the testimony oft'ered by 
a' body representing the farmers or the consumers, no matter how honest 
the committee before which such testimony would be given, no matter how 
able the proposals for legislation which that committee might draft, it 
would all be ineffective unless the evidence given indicated the international 
bearing of the subject and unless the findings deduced therefrom recom- 
mended action on international lines. So long as the findings would fail 
to recommend international action tliey must necessarih' fall short of ap- 

(i) Vol. I, p. 6ii. 



plying adequate;means to the ends in view. That this is worthy of serious 
consideration will be apparent from the following : 

Whom does it concern? 

In the case of " package traffic" the terms and conditions of ocean 
carriage mainly concern the carrier, the shipper, and the dealer. In the 
case of " bulk traffic " , the traffic in the staples of agriculture, the terms and 
conditions of ocean carriage concern the economic welfare of the people 
everywhere. 

To illustrate; under " package traffic" whether the rate on shipments 
of shoes or cutlery, for instance, be too low or too high whether it be fixed 
or whether it fluctuate, whether the conditions be advantageous or disad- 
vantageous, affects the carrier, the shipper, and the dealer. 

But with " bulk traffic " the case is different. In the carriage of the 
staples of agriculture whether the rate be too low or too high, whether 
it be fixed or whether it fluctuate, whether the conditions be advantageous 
or disadvantageous, concerns not merely the carrier, the shipper and the 
dealer, but it concerns the economic condition of the people everywhere, 
as will be shown further on. 

At this time it would be well to bear in mind that while, on the one 
hand, " package traffic" comprises that class of merchandise which is bought 
and sold by private purchase and sale, by private contract, " bulk traffic", 
on the other hand, comprises, in the main, the staples of agriculture which 
are bought and sold in the world's bourses and exchanges at the world's 
price. 

The Wori^d's Price. 

And what do we mean when we say the " world's price"? 

We mean the price that is tendered and accepted in the world's 
bourses and exchanges, which we might call the world's auction rooms. 

And how is this price arrived at? 

The first factor in arriving at the world's price is the prevailing opinion 
as to the state of the world's supply. If the supply be above the normal, the 
price is expected to fall below the normal; if the supply be below the 
normal, the price is expected to rise above the normal. 

By " supply " we do not mean the quantity produced or available in 
any one locality, in any one country ; we mean the total world's supply. 
The supph' in any given state may be above the normal, and yet if, at the 
same time, it be below the normal for the world, the price in that state should, 
nevertheless, be high. Or, vice-versa, the supply in a given state may be 
below the normal, yet if the world's supply be above the normal the 
price in that state should be low. 

But the stipply is by no means the only factor in the formation of the 
world's price. There is another factor, and an important one, the cost of 
ocean carriage. If the average cost of ocean carriage be above the normal, 
it should correspondingly reduce the price paid to the producer below the 



aonnal. And, on the contrary, if the average cost of ocean carriage be 
below the normal it should correspondingly raise the price paid to the pro- 
ducer above the normal. 

Therefore, calculations on rational lines for arriving at a knowledge 
of what the world's price ought to be should, first of all, take into consi- 
deration the status of the world's supply, and, secondly, the status of 
the cost of ocean carriage. 

The Effect of Fixed Rates. 

If there were iixed rates for ocean carriage of the staples the Li- 
verpool buyer would be able to make offers .or given quantities of wheat, 
for instance, on a basis of rational calculations. But let us take the 
case as it stands at present. A shipper at Buenos Ayres receives 
an order for wheat to be delivered in Liverpool at the ruling world's 
price, at, say, one dollar a bushel ; how much should he pay for 
that wheat at Buenos Ayres? If the cost of deUvery is, say, lo cents a 
bushel, the world's price should then be 90 cents a bushel in Buenos Ayres. 
If the cost of deUvery is 30 cents the world's price in Buenos Ayres should 
then be 70 cents. But if he is to ship the wheat in thirty or sixty days 
time, how is the shipper to tell what the cost of carriage will then be ? As 
the rates for the ocean carriage of the staples are not fixed, aow is he 
to know? He does not know. 

As we have seen, the Chamber of Commerce of New York istates that 
wheat is carried at one time free of charge as baUiist, and at another time 
at a charge of lod and i2d per bushel; and the San Francisco Chamber 
of Commerce writes that " rates fluctuate from day to day, and a rate re- 
ported today might be twice as high or half as low tomorow " Therefore, 
the shipper must guess, and so must everyone else gu^ss so long as rates are 
unfixed. If the shipper wins on the guess what he wins comes directly out 
of the pocket of the producer; if he loses he tries hard to recoup himself 
in his next deal, and also out of the producer's pocket. 

But this is only the beginning of the mischief. The confusion arising 
out of the system of unfixed rates for ocean carriage of the staples, and the 
consequent uncertainty in price determining, lead to economic evils so far- 
reaching as to affect the people every-where. 

A comprehensive grasp of the .significance of this evil ma-\' be 
obtained by the consideration of the following : 

Private Sale and Public Sale. 

In the case of " package freight ", of chairs, stoves, shoes, etc.. the rise 
or fall in the rates of ocean carriage on the same hardly affects their home 
price or their foreign price. If, for instance, the cost of ocean carriage on 
pianos were to advance from $ 5,00 to $ 20,00 each, it need not necessarily 
follow that owing to the 15 dollar advance in freight rates all the pianos 
in the exporting country wo aid decline by 15 dollars or advance by 
15 dollars in the impoiting country, for the " package traffic " merchandise 
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is sold by private contract, by private sale. But with the " bulk freight ", 
with the staples of agriculture the case is qrite different. Being sold 
on the worlds' bourses and exchanges, at the world's price, it necessarily 
follows that a rise in ocean freight rates at one or more leading ports of an 
exporting country, by reducing the price on the quantity exported must 
necessarily reduce the price on the remaining quantity in the home 
market, for the buyer on the bourses or exchanges, whether he buys for 
export or for home use, pays the same price. 

We can thus see how sensitive to change is the world's price and the 
home price of the staples when influenced by unfixed rates for ocean car- 
riage. Were there fixed rates for the carriage of the staples, subject, sa5', 
to 30 or 60 days notice of change, as is the case with the " package 
traffic " , it would then settle the major evil in the question before us, 
the evil of constant and imnecessary price disturbances. 

R.'^ISE AND IvOWER THE PRICE AT WiLL. 

But apart from such disturbances, under the present system of un- 
fixed rates there is yet another point which calls for our consideration. 

Under present conditions the chief directors of a few of the larger 
shipping rings, by federating their efforts, are in a position to raise and 
lower, by previous arrangement, the prices of the staples in any and all 
of the principal ports of the world. Acting under exclusive and advance 
knowledge of the rates they will charge they could lower the price of the 
staples by raising the cost of carriage and then, directly or indirectly, 
buy them ' n the bourses. They could then raise the price of the staples 
by lowering the cost of carriage when they would sell. They could thus, at 
will, and by arrangement, lower the price of the product and buy, then 
raise the price and sell, and pocket the difference. 

But the economic loss occasioned by such raising and lowering of 
prices at will would be very much greater than the amount the directors of 
the shipping rings might pocket, for raising or lowering the cost of carriage 
means raising or lowering the price of the staples on the home market 
directly, and raising or lowering the world's price indirectly. 

Besides this species of mischief, there is, however, yet another within 
the power of the federated shipping rings ; it is within their power, as we 
have seen from the case of Baltimore, to make and unmake ports, and, 
through this, to raise or lower the economic status of the nations. And 
this power is the more dangerous since such directors of shipping rings 
are irresponsible and free to act on the lines indicated. They are not 
expected to be guided by altruistic motives nor by high and statesmanHke 
political considerations. 

" Package Traffic " and " Bulk Traffic " 

Moreover, the fact that the « package traffic », representing 2,000 
out of every 9,000 tons, enjoys fixed rates, whilst the « bulk traffic », the 
traffic in the staples, the traffic that represents 7,000 out of every 9,000 
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tons, is carried at unfixed rates, is, in itself, a terrible indictment of the 
present mode of procedure. Here we see that the price of the annual 
world's production of the staples, the value of which we may roughly 
estimate at a hundred bilUon dollars a year, and which represents the food 
stuffs and the raw material for clothing and for house furnishing of all the 
people of the world, is permitted to be battledored and shuttlecocked 
through the action of the federated shipping rings. 

We are thus forced to the conclusion that it is possible under this 
system for a few powerful directors of federated shipping rings to exert 
more effective economic control over the nations than can be exerted 
by any President, Emperor, King or Prince ; and so long as these fe- 
derated shipping rings have it in their power to dictate at will the rise 
and fall in price of the world's food products, of the world's raw materials 
for clothing and for furnishing, so long do they, in reaUty, usurp a power 
which does not belong to them, a power which they should not have. 

As matters stand at the present time, the unfixed rates for ocean 
carriage tend to convert the bourses and exchanges into price storm-cen- 
tres, storm-centres which constantly give rise to waves of violent price 
disturbances, reacting at times in every direction. 

Now what harm do these price disturbances do ? 

What harm do they not do ? 

Unfixed rates of ocean carriage for the staples, disturb, impede, and 
throw out of gear the whole mechanism of exchange. 

Free Piay. 

Right here we may aptly borrow the figure of the factory given by 
President Wilson in his book " The New Freedom " . Here is a work-shop ; 
the overhead and underneath shafting, the journals, the pulleys, and the 
belts are all lined out, true, straight, trim, taut, and oiled, and all is well. 
But if the shafting be sprung or the journals unoiled the whole mechanism 
will be thrown out of gear. 

It is just so in the industrial world. The law of competition should 
be permitted full and free play with no interference to impede its opera- 
tion. But experience has made it plain over and over again that in the 
world of industry there is just one field in which competition, if allowed 
to operate, leads in the end to the " rednctio ad absurdiim" of the whole 
competitive system. The field that I refer to is that of transportation ; 
competition in transportation impedes and interferes with the free play 
of competition in other and important fields. 

This fact has been brought home so clearly to the American people 
that they have enacted laws excluding the railway carriers from the 
domain of competition by placing the regulation and control of rates 
in the hands of the Interstate Commerce Commission. And the same rea- 
soning that holds good for the regulation and control of railroad rates by 
an Interstate Commerce Commission would, as was shown before, likewise 
hold good for the regulation and control of ocean carriage through an In- 
ternational Commerce Commission. 
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The manner, now arbitrary, now fortuitous, in wliich the rates for ocean 
carriage of the staples are fixed; the Ughtening-hke rapidity with which they 
are made to change ; the gravitj- of the economic disturbances to which 
such sudden changes give rise; the far-reaching, inter-related nature of their 
effects; the reaction produced by changes of rates in the ports of one nation 
on prices in the ports of another nation; show clearly that if there is reason 
for placing domestic carriers under national regulation and control, there is 
yet stronger reason why ocean carriers should be placed under international 
regulation and control. If this contention be admitted, it then follows 
that my resolution for an international official conference to consider this 
matter is in order. 

The Situation. 

And now let us brieflj' review the situation as made manifest by the 
British and American enquiries. We may summarise it as follows : 

There are, at present, two modes of conducting the traffic business of 
ocean carriage : 

(a) through unrestricted competition ; 

(b) through shipping rings and conferences. 

In the final analysis, however, it would seem that unrestricted com- 
petition in ocean carriage is, in reaUty, but a mere hypothesis, for, as has 
been shown, such unrestricted competition invariably resolves itself down 
into a monopoly. 

And again, if we examine the shipping rings and conferences which 
are, at present, the normal condition, we shall see that this condition also 
is but another name for monopoly. 

We are thus brought face to face with the fact that both unres- 
tricted competition and shipping rings alike lead to monopoly in the 
business of ocean carriage. 

And what about this monopoly ? In the American report we find the 
following ; 

" All monopoUes are Uable to abuse, and in our foreign carrying trade 
the monopoly obtained by the conference lines has not been subjected to 
any legal control. " (i). 

And on the same head the British report says : 

" All monopoUes are liable to abuse, to a greater or le.ss extent unless 
they are strictly hmited either by the nature of the case, by legislation, or 
by some form of supervision " (2). 

And now it will be interesting to note the measures proposed by the 
American and by the British committees for holding in check this " mono- 
poly", for curbing this " abuse" 

British and American Recommendations. 

On the one hand, the British Commission offers the following re- 
commendation : 

(1) Vol. 4, P' 304- . ,, , a' 

(2) Report of the Royal ComraiFsion on Shipping Rmgs, Vol. r, p. 08. 



" Shippers and merchants in a given trade should form themselves 
into an association, so that they might be able to present a united front to 
the Conference when any controversy arose " (i). 

The American Committee, on the other hand, recommends : 

" That navigation companies, firms or Hues engaged in the foreign 
trade of the United States be brought under the supervision of the Inter- 
state Commerce Commission as regards the regulation of rates, the approval 
of contracts entered into with other water carriers, with shippers, or with 
American railroads... " (2). 

Thus, as we see, the British recommendation is for unofficial, the Ame- 
rican for official action, and both recommendations view the question 
purely from the national standpoint. 

So far as the " package traffic " is concerned, these recommendations 
might be adequate. But would they cover the needs of the case were the 
" bulk traffic ", the staples of agriculture, under consideration ? I do not 
think so ; for as the import, export, and home prices of the staples are 
governed by the world's price, the formation of which is influenced by the 
cost of carriage to the principal market centres of the world, and as any 
one nation is unable to regulate and control the terms and conditions of 
ocean carriage in the principal world's ports, therefore all attempts to 
regulate or control ocean carriage of the staples bj- any one nation must 
be inadequate. 

International REGtJi,ATiON and Control. 

It would therefore seem to me that the nations should consider the ad- 
visabiUty of establishing an International Commerce Commission for the 
regulation and control of ocean carriage. The influence of such interna- 
tional regulation and control, extending to the principal ports of the world, 
would supplement the world's official crop-reports in guiding the formation 
of the world's price on an equitable basis. The first division of this work 
is already being performed ; the crop-reports now given out by the In- 
stitute under the auspices of the nations, are the official and authoritative 
summary of the world's supply. When this work would be supplemented 
by that of the International Commerce Commission it would then permit 
of rational calculations anywhere as to what the home price of the staples 
should be in its relation to the world's price. 

And right here it maj' be apposite to relate an incident in the upbuilding 
of the Institute pertinent to the subject. 

Some eight years ago I called on Mr. James Wilson, the then Secretary 
of Agriculture, in an endeavor to win him over to the needs for an official 
international crop-reporting service. ISIr. Wilson then expressed the opin- 
ion that such a service would be of no economic value to the United States. 
He claimed that the Department of Agriculture had its own crop-reporting 
service, which was sufficient for the needs of the American people; and 

(i) Report of the Royal Commi'isiou on Shipping Rings, Vol. i, p. 85. 
2) Vol. 4, p. 419. 



— 17 — 

that there was no call to enter on some new work which might serve the 
interests of other nations. 

Subsequently, however, Mr. Wilson saw the matter in the Ught in 
which it was presented to him. He saw that all the crop-reporting that 
the United States might do would be inadequate for the end in view ; that 
the crop-reports of one nation only are inadequate as a basis for arriving 
at the world's price; for the world's price is based on the world's supply; 
and in order to have the official reports of the world's supply it is necessary 
that crop-reporting be done by all the nations of the world, and that the 
reports, and the world's summary of the same, be given out officially at 
regular intervals under international treaty. When Mr. Wilson saw this, 
he then favored the International Institute of Agriculture for this work. 

An Internationai, Commerce Commission. 

Similarly, in the case of ocean carriage, action by a nation, hmited 
to the regulation and control of the « package traffic])) within its own country, 
can be had through a national institution Uke the Interstate Commerce Com- 
mission. The jurisdiction of such a Commission might even be extended 
to embrace the ocean carriage of a nation at home and abroad; but if all 
this is intended to influence the equitable relation between the home 
price and the world's price of the staples it will surely fall far short of ac- 
complishing what is intended. For, as has been shown, one of the principal 
factors in arriving at the world's price of the staples is a knowledge of the 
world's supply, and in arriving at a knowledge of what their home price 
should be in relation to their world's price, the leading factor would be 
the fixed rates for their ocean carriage. And just as the official report of 
the world's supply may only be had by means of an international crop- 
reporting service, so regulation and control of the ocean carriage of 
the staples may only be had through the medium of an International 
Commerce Commission. 

Such an International Commerce Commission could be instituted 
by the nations under a treaty which should provide for its mode of repre- 
sentation and procedure. If it were granted powers similar to those of 
the Interstate Commerce Commission of the United States, provision 
might then be made for it to work in conjunction with a branch of the 
Hague tribunal, especially constituted and empowered to adjudicate on 
points of law which might arise out of the Commission's functions and 
decisions. But if its powers were limited to those of a consultative and 
advisory body, its delegates could then sit in session together with the 
representatives of the carriers, of the shipping interests. The question 
whether the proposed International Commerce Commission should be 
granted powers to act, or whether its functions should be limited to those 
of a consultative and advisory body, may properly come before the confe- 
rence calledlfor in mv resolution. 
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Fixed Rates For Bulk Traffic. 

And now it is in order to review sonae of the objections likely to be 
raised to fixed rates for « bulk traffic ». 

The ship-owner, for instance, is likely to say: "The unit of transpor- 
tation by water is the total capacity of a ship. We cannot cut off so 
many feet, as the railroad can, and leave them in New York if we do not 
want to use them " (i). 

It would appear to me that this objection is more seeming than real, 
for a train of cars cannot profitably be run unless there is freight for it, 
any more than a ship can be run without freight. If you are running a 
railway you must have freight to fill your cars or get out of business. 

"But", it maybe asked, "would not such a system of fixed rates 
overlook the character of the service rendered? Here, for instance, is a 
costty liner which makes the trip from New York to Liverpool in five 
days, and here are slower boats, the tramps and the sailing vessels ; would 
the fixed rates apply equally to all ? ». 

And the answer is : the fixed rates could be estabhshed according to 
the quality of the service. Rates could be fixed for ist class, 2nd class, 
and 3rd class service. 

The next point that might be raised is that " bulk freight " is a phy- 
sical necessity for a ship, vvrithout which it cannot sail, for « the ship must 
be loaded down to its marks ». This being the case, the carrier must be 
left free to hunt up this " bulk freight" wherever he can get it, and secure 
it sometimes at a high price, sometimes at a low price. 

I believe this objection is also only seemingly valid. The fact is the 
" bulk freight" either has to be shipped or it does not have to be shipped. 
If it does not, there will be no use running after it ; if it does, then it will 
come of its own accord. 

At this point the carrier is likely to interrupt, saying : « This is aU 
nonsense, for ^^e certainly would have no ship-loads if we did not run after 
the freight, and run after it on the « give and take » method ». 

And here the carrier is correct; it is all nonsense so far as conditions are 
today. But would not conditions be different under the proposed Interna- 
tional Commerce Commission, under the proposed fixed rates ? With no 
fixed rates the shrewd shipper of « bulk freight » knows well that at certain 
times the carrier is bound to tag after him. But with fixed rates for the season 
the shipper's game would be at an end. He would then always be glad 
enough to rush to the shipping office and « book » room for freight at the 
earliest moment possible ; all of which would tend to promote the natural 
and steady flow of freight towards the ships. 

The Division of IvAbor. 

<i But », says the objector « would not this proposal to single out the 
ocean carrier by subjecting him to international control, place him at a dis- 

(i) Vol. 2, p. 1256. 
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advantage ? Would it not materially interfere with his earning power ? 
Would it not reduce his profits? ». 

I do not think so. I think it can be shown that the adoption of the 
proposal would be advantageous not only to the producers and the consu- 
mers, but also to the carriers. 

« How ? ». 

lyet us see. By the term « civilisation » do we not really mean that 
cumulative state of progress rendered possible by the division of labor ? 
The savage does everything by himself. He is his nwn carpenter, his 
own tailor, his own architect, his own carrier. But, as we know, such 
work is far inferior to that accomplished under the division of labor. 

And this division of labor takes place not only in the handicrafts, 
but also in the field of commerce, in the field of government, and in 
the field of science. It is, in fact, but another term for « economics ». 
In short, specialisation of functions, division of labor, renders effort more 
effective and more economical. This being so, why not extend the 
.system of the division of labor to the regulation and control of ocean 
carriage ? If the specialisation of functions, the division of labor is 
beneficial, in what field can it be more profitabl}' employed than in this 
important one of ocean carriage, a field which concerns not only the 
ship-owners but the governments and the people everywhere ? 

Fortunately the channels through which the division of labor could be 
reaUsed in the regulation and control of ocean carriage can readUy be 
made available. 

Channels avaiiable for the Service. 

First of all there could be the proposed International Commerce Com- 
mission, consisting of delegates who should be experts on the subject of 
ocean carriage. They should be in close official relationship with those 
departments and bureaus in the various governments which deal, directly 
and indirectly, with the questions of internal carriage in their relation to 
foreign carriage. 

In the second place there is the International Institute of Agriculture, 
which could be officially authorised to place itself in communication in the 
several adhering countries with : (a) the Chambers of Commerce and Boards 
of Trade, and with : {b) the national agricultural organisations, all with the 
end in view of gathering information towards the synchronisation of incom- 
ing and outgoing cargoes ; said information to be compiled and regularly 
, transmitted to the International Ccmme/ce Commission. 

In the third place, a branch of the Hague Tribunal could be constituted 
and empowered to adjudicate on points of international law which might 
arise out of the Commission's functions and decisions. 

It is not difficult to see that all this, when once in operation, would 
be likely to bring about two important results. 



The Piay of Forces. 

First, by promoting the syrjchromsation of incoming and outgoirxg 
cargoes it would tend to remc^ve the uncertainties and perplexities which 
now beset the ocean carrier's business. In short, the focussing of informa- 
tion under the proposed system would make it possible to replace the 
present unfixed rates for the staples, now abnormally low, now again 
abnormally high, by fixed average rates. 

Second, such fixed average rates replacing the present uncertainties, 
violent fluctuations, and consequent losses, would tend towards the more 
equitable formation of the world's price of the staples, and by steadying 
that equitable price would promote the economic interests of the people 
everywhere. 

In other words, the ad ption of the proposed system would set in 
motion a play of forces which, beginning in the township with the farmer 
and his product, working upward through the several channels indicated, 
thence through the International Commerce Commission, would tend to 
normalise the ebb and flow of the economic currents throughout the world 
of commerce and industry. 

The Interest of the Producer. 

And now we may expect the producer to intervene. « May not unfixed 
rates, in reality, mean low rates ? Has it not been shown that under un- 
fixed rates the carrier is often compelled to transport the staples as bal- 
last free of any charge ? Does not this system thus provide the lowest 
rate ? And is it not likely that all this may profit the producer ? » 

I,et us see. If the shipper were to give the producer his share of the 
difference between the price he actually received and the price he ought 
to have received whenever the staples were carried as ballast, then the 
above remarks might to some extent be justified. But how is the shipper, 
buying as he does in the wheat-pit, to hunt up and identify the original 
owner of the product ? And even if the shipper could hunt him up, what 
w uld induce him to give back part of his gains to the producer ? No- 
thing that I know of. There is not even a remote chance that the producer 
wiU profit by the levy which the shipper raises on the carrier whenever he 
can compel him to carry freight free as ballast. 

The producer's interests cannot be served by abnormally low freight 
rates any more than by abnormally high freight rates : but they can be 
served by the fixed average rates which the adoption of the proposal 
here advocated woirld permit. Such fixed published rates would make 
it possible for the producer anywhere to arrive at a just approximation 
of what his home price ought to be in its relation to the world's price, 
and this would insure to him the best possible results. 

But supposing some farmer, working, say, i6o acres of land, were 
to ask : « Of what value would the adoption of this proposal be to me, 
since I neither export my product nor sell it to exporters » ? 



The answer is a simple one: the home price is derived from the 
world's price, and the world's price is influenced by the cost of ocean 
carriage. Let the cost of ocean carriage fluctuate through unfixed rates, 
and it causes the world's price to fluctuate, which, in turn, causes fluc- 
tuation of the home price. Steadying the cost of ocean carriage steadies 
the world's price and steadies the home price of the staples, thus be- 
neflting the farmer who neither exports not sells to exporters as well as 
the farmers who exports. 

The Governments. 

Let us now enquire how the proposal for fixed rates under an Interna- 
tional Commerce Commission would be received by the governments. 

It seems likely that it would be favored by the governments of 
the exporting nations, the nations which have the staples of agriculture 
for sale. But how about the importing nations, the nations that are com- 
pelled to buy ? 

Had this question been asked some 25 years ago we might have 
expected the statesman of that day to have given some such answer as the 
following : 

" We are not here as champions of altruism, nor for promoting doc- 
trinaire theories as to equitable distribution. We know what we want. 
We want food-stuffs and raw materials at the very lowest price at which 
it may be possible for us to obtain them. The lower our influences can 
depress the world's price of the staples the better it is for us ; the more 
abundant will be the food of our people and the cheaper will be the 
raw materials for our factories. » 

But, with the progress of our times, the statesman of today is likely to 
reason differently ; he is likely to answer on this wise : 

« We cannot afford to force prices in the exporting countries below 
the normal. Our investments in those countries, the need we have 
of them as buyers of our manufactured goods, are sufficient inducements 
to warrant us in using our efforts to influence commerce in the staples along 
perfectly just and equitable Unes, and this both at home and abroad ». 

The Statesman. 

But how will the case stand with those nations which possess a power- 
ful merchant marine ? Let us see what the statesman in such a country 
wduld have been likely to say some twenty-five years ago. 

« We are not concerned with prices and their equities in foreign coun- 
tries. In order to conserve and increase our national strength we are 
primarily concerned in the preservation and development of our merchant 
marine. We cannot, therefore, afford to do anything that would be Ukely 
to hamper its freedom or subject its movements to international regulation ». 

But in our day the answer is likely to be different. The modern 
statesman is likely to reason : 



« While a powerful merchant marine is essential to the well-being of 
a state, there is another consideration of far greater importance, and that 
is the well-being of all the people in that state, the well-being of its men, 
of its women, of its children. Our people must have work ; they must eat 
and wear clothes and furnish their dwelhngs, and all of this is influenced 
by stability and equity in the price of the staples. Now, while the 
merchant marine may force prices in certain markets below their due 
level, it by no means follows that the products thus lowered will reach the 
consumers, the people of our state, at that low level. But it is certain 
that the deteriorating influences set going by the unfixed rates for ocean 
carriage, with the speculation they give rise to, wUl adversely affect not 
orly the producer but also the consumer ». 

There is yet another phase of the question which the statesman will, 
1:0 doubt, bear in mind when considering the merchant marine, and that 
is the need of preserving the economic stability of the colonial possessions 
of the buying countries. The mother country may be a buyer ol the sta- 
ples ; the colonies are almost always sellers. The lamb's gentle bleat will 
be likely to meet with a sympathetic response from its dam. 

The Protectionist. 

But what will be the opinion of the statesman in a protection country 
which is neither an extensi\-e exporter nor an importer of the staples ? 

Twenty-five years ago it is quite likely that such a statesman would 
have said : 

Yes, I see the wanton waste caused by design or fortuity in forcing 
the world's price to deflect from the line of the normal through the in- 
fluences exercised by unfixed rates for the ocean carriage of the staples. It 
is a grievous injury to many, no doubt. But thanks to our system of 
protection, and thanks to our independence from the influences exercised 
by the exporting and importing markets, we are not affected by the evil 
trend thus imparted. Protection gives us our own special normal, our 
own price, indei^endent of the world's price ». 

But the modern statesman is likely to reason : 

« Protection is but another name for an artificial barrier. We have 
the artificial barrier, it is true, but for all that, and above and beyond 
it, the world's price rules here as it does in every other part of the world. 
We have the world's price, first of all, and on top of that the artificial en- 
hancement which protection gi\-es to our producers, and which comes out 
of the pcckets of our consumers. It thus follows that we are fully as much 
interested in maintaining the world's price at its normal level as are the 
exporting or importing nations ». 

Summary and CoNCidTsioN. 

In summing up my argument in favour of the resolution, I wish to say 
that just as the regulation and control of the world's reports on the 
production of the staples required official international action, so the re- 
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gulation and control of the terms and conditions for their ocean carriage 
also requires official international action. 

Without such international action there can be no guarantee for equi- 
table and fixed rates in the carriage of the staples. The absence of these 
equitable and fixed rates must necessarily give rise to disturbances 
throughout the economic world, by forcing values to deflect from the 
line of the normal. 

In concluding my arguments in favour of the adoption of the resolution, 
I wish to say that there seem to be three ways of disposing of the question 
before us. One would be to leave matters alone, to let the problems solve 
themselves. Another would be to Hve in the hope that the carriers may 
present^ become so wise and disinterested that they will solve the question 
of their own accord and set matters right. But if in this matter, as in all 
others, adequate means are essential to the attainment of rational ends, 
we are forced to set aside both of these ways. This leaves the third way, 
that of action on the lines of the resolution submitted, the working out 
of the system indicated therein. 

An impartial review of the subject must lead the statesman to the 
conclusion that this question cannot be solved by action on empj^rical 
lines. The problems of ocean caniage as they affect any one port, or all the 
ports of any one country, are, after all, but phases and fractions, por- 
tions of the question when it is considered as a whole. Viewed as a whole 
the problems transcend the Emits of any one country ; they are inter-related 
and concern all the countries of the world. 

The time has passed when the statesman could dismiss this question 
with a waive of the hand. Population everywhere is increasing by leaps 
and bounds, and so is popular education. All this is equivalent to saying 
that wants are increasing. And it is clear that the highest aim of good states- 
manship is to see that the demands arising out of these increased wants are 
not stupidly and unjustly frustrated by causes which have their root in 
inequities in the formation of the world's price of the staples. 
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